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Real estate fees will rise after Dye
& Durham price hike: Lawyers

By JAREN KERR, SEAN SILCOFF

tock market darling Dye &
Durham Ltd. is facing an out-
cry from Ontario lawyers after
hiking prices charged to them by the
Toronto technology company's most re-

cent acquisition.

In December, D&D acquired Do-
Process, Canada's largest provider of re-
al estate practice-management software,
from Teranet Inc. On Jan. 11, D&D in-
formed real estate lawyers across On-
tario it would raise prices a week later
on The Conveyancer (which D&D has
renamed Unity), a DoProcess program
law firms use to process transactions, by
more than 400 per cent - to $129 a deal,

from $25.

That caused an immediate uproar. The
Globe interviewed six industry partici-
pants who said the move would force
higher costs on every homebuyer in the

province.

"I actually called them because I thought
[the size of the increase] was a typo,"
said Katlyn Purdon, an administrative

assistant at Purdon Law in Mississauga.

Ms. Purdon estimates The Conveyancer
has a 90-per-cent market share in On-

tario

Ms. Purdon said the Law Society of On-
tario requires law firms to pass on trans-
action fees to their clients, which means

the price increase will hit the wallets of

anyone buying, selling or refinancing a
home in Ontario. She estimated that to-
tal fees charged by her firm for using
The Conveyancer would balloon to
$65,000 per year from $10,000.

Ron Butler, a Toronto-based mortgage
broker, said "Ontario consumers have
had enough of a beating for the last
year" as home prices rose. "They don't
need another cash grab...particularly at a
time like this. It's simply vile to increase

the price by five times."

Adam Peeler, a spokesman for Dye &
Durham, said in a statement: "The com-
pany believes that its software is priced
appropriately to reflect the significant

value that it provides to its customers."

The price increase has pushed some
lawyers to seek other options, but mov-
ing to another system presents chal-
lenges, particularly for small firms that
lack IT departments. Toronto lawyer Avi
Charney said there is a competitor,
LawyerDoneDeal Corp., but he consid-
ers its Realtiweb conveyancing product
to be inferior, and he has built his prac-

tice on DoProcess.

The price hike prompted the Federation
of Ontario Law Associations to ask Do-
Process in a Jan. 18 letter to "reconsider
this drastic measure," after it heard from
"a very large number of our members ...
expressing frustration and outrage." In

fact, price hikes are a core part of D&D's

CISION

be used for any other purpose or distributed to third parties. « All rights reserved ¢ Service provided by CEDROM-SNi Inc.

This document is destined for the exclusive use of the individual designated by The-Law-Society-of-Ontario and cannot




growth-by-acquisition strategy.

Customers contacted by The Globe and
Mail say sharp price increases followed
D&D's purchases of companies such as
B.C.-based ESI Software, which sells
the ESILaw practice-management and
accounting  software platform for
lawyers, corporate search and registra-
tion provider Cyberbahn and registra-
tion services provider KVP Registration

Services of Alberta.

In September, 2019, for example, KVP
told customers it would increase prices
the following week, including an 80 per
cent hike for court filings - to $18 per
filing from $10. Almost immediately,
clients contacted rival Eldor-Wal Reg-
istrations looking to switch, said Luke
Manca, EldorWal's managing partner.
Since then, Eldor-Wal's client base has
increased by 10 per cent "within certain
service streams" as KVP clients moved
over, he said D&D's strategy is to buy
companies that provide critical soft-
warebased services to law firms - and
that have little competition and high
switching costs - and then hike prices,
which the firms then pass on to clients.
That "reduces the likelihood that cus-
tomers seek out new vendors once the
solutions have been implemented, re-
gardless of cost," the company stated in
its prospectus last year.

Julia Ibanescu, a family lawyer in Red
Deer, Alta., was using ESILaw, until
D&D, which acquired it in August,
2018, and announced a price increase
last spring. She said her ESILaw costs
would increase 42 per cent, and the
company gave her 30 days to sign a
threeyear contract. Ms. Ibanescu said
D&D's customer support team wouldn't
answer her questions, but D&D CEO
Matthew Proud replied to her LinkedIn

post complaining about the price hike.

"ESILAW is by far the most feature rich
Canadian focused accounting product in
the market," he wrote. "Most important,
ESI STILL HAS CHEAPER PRICING

than [rivals] Cosmolex and Clio.

We're just asking for a fair (and cheaper]
price for the best product in the Canadi-

an market."

Ms. Ibanescu wasn't satisfied and

switched to another service.

"Every single transaction that we have
is recorded in ESILaw," she said. "To
change from one program to the other

was Titanic."

BMO Capital Markets analyst Thanos
Moschopoulos said there's little cus-
tomers can do as D&D "seems to have
significant pricing power in many of its
market segments." He noted after D&D
bought a similar e-conveyance software

company in B.C.

and jacked up prices, lawyers "grum-
bled...but ultimately the pricing stuck. I
think the same will hold true with Do-

Process."

D&D's consolidation play is part of an
industry trend that has played out "re-
peatedly over the last five years," led
by private equity firm Providence Equi-
ty Partners and Australia's LEAP, said
Jack Newton, CEO of Burnabybased le-
gal  practice-management  software
provider Clio, which competes with ESI

Law.

"With each acquisition we see a pretty
common playbook, which typically in-
volves dramatically scaling back cus-
tomer support, research and develop-

ment investment - and therefore mean-

ingful product updates - while increas-
ing prices in a hyper-aggressive way,"
Mr. Newton said. "I think the grim cal-
culus these companies often make is that
they can get away with aggressive pric-

ing increases.

These are difficult products to switch
away from." He added industry consoli-
dation "has benefited Clio in a material
way," as 25 per cent of new customers

came from legacy providers.

Mr. Proud and his brother, Tyler, ac-
quired D&D in 2016 through their on-
line real estate conveyance software
company, OneMove Technologies.
Their company assumed the Dye &
Durham name and proceeded to buy an-

other 14 real estate software firms.

D&D halted its original plan to go pub-
lic in fall 2018, but met with a warm
response last year during its second run
at the public markets last year as tech
stocks took off during the COVID-19
pandemic. The $150-million IPO last
July was 13 times oversubscribed and
the stock nearly doubled its issue price
of $7.50 a share on its first day of trad-
ing. The stock climbed to $40 last month
on news of the DoProcess acquisition,
but fell 7 per cent on Tuesday to $39.41.

D&D follows a long line of Canadian
industry consolidators that have won
Bay Street's support.

Some have thrived, including retail gi-
ant Alimentation CoucheTard Inc.,
while others, such as drug company
Valeant Pharmaceuticals Internatlonal
Inc. (now Bausch Health Cos. Inc.) have

foundered.
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